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Institute Representative Presents 
Recommendations on Tax Bill 


At a hearing of the senate finance com- 
mittee on the 1928 revenue act, April 10th, 
James Walton, of Pittsburgh, representing 
the committee on federal legislation of the 
American Institute of Accountants, pre- 
sented recommendations concerning ad- 
ministrative features of the revenue bill 
then before the committee. Mr. Walton 
filed a brief with the senate committee 
dealing with the following questions: retro- 
activity; corrective legislation concerning 
the board of tax appeals; the question of 
claim for abatement acting as a stay of the 
statute of limitations; the proposal to 
repeal certain sections of prior acts effective 
to date of original passage; the proposal 
to validate invalid waivers; liability of 
transferees and fiduciaries in the case of 
transferred assets; additional tax on re- 
organizations retroactive to December 31, 
1920; computation of depreciation on 
property acquired prior to March 1, 1913, 
from date of acquisition, as part of the basis 
for determination of gain; special tax on 
personal holding companies; evasion of 
surtax; consolidated returns; instalment 
sales, and the delegation of legislative powers 
to the commissioner. 

Mr. Walton orally amplified several of 
the subjects included in the brief. He said 
that the outstanding objection to the new 
bill was its retroactivity and that this feature 
was particularly undesirable because the 
retroactivity was of varying dates. 

He spoke next of the board of tax appeals, 
Saying that it would take the board seven 
years to dispose of the cases now before 
it, without regard to future appeals. Mr. 
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Walton said that much time is wasted 
before the board in arguments on questions 
of jurisdiction and constitutionality, matters 
which in his opinion legally should not come 
before it. He also recommended that the 
federal courts, in the option of the taxpayer, 
receive some of the appeals now going to 
the board, in order to relieve congestion. 
Appeal might be made on petitions of the 
taxpayer, Mr. Walton suggested, instead 
of as a matter of statutory right. Upon 
presentation of evidence that the taxpayer 
had a meritorious defense against assessment 
the court might have authority to require 
him to file a bond to insure payment of the 
tax if the decision were against the taxpayer. 
In that way the board might be relieved of 
many cases when the taxpayer is unable to 
pay the tax regardless of the decision. 

Mr. Walton also mentioned the new 
provision that filing a claim for abatement 
be deemed to have stayed the statute of 
limitations. He said that such a law would 
affect previous court decisions on the subject 
and he criticized any policy whereby the 
commissioner could obtain retroactive legis- 
lation to uphold him when the courts have 
ruled against him. Mr. Walton said that 
great confusion would result from such a 
provision. 

The Institute’s representative was allowed 
one-half hour for oral discussion, in addition 
to filing his brief as part of the record. 
Toward the end of the time he referred to 
other points elaborated in the brief. 


Regional Meeting of Institute 


A meeting of the midwest region of the 
American Institute of Accountants will 
be held June 7th at the Union League club, 
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Chicago. A large attendance is expected. 
The region comprises North Dakota, South 
Dakota, Illinois, Iowa, Kansas, Kentucky, 
Minnesota, Missouri, Nebraska and Wis- 
consin. 

Arrangements may be made at the club 
for accommodations for out-of-town mem- 
bers or their guests. The Illinois Society 
of Certified Public Accountants has offered 
an invitation to those attending the meeting 
to play in the society’s annual golf tourna- 
ment at the Briergate golf club, June 8th. 

All persons interested in accountancy are 
cordially invited to attend the meeting. 
It is not confined to members of the 
Institute. 

The regional committee is as follows: 
Frederick B. Andrews, Illinois (chairman) ; 
E. M. Lynn, Missouri; Charles G. Harris, 
Kentucky; E. M. Worthington, Iowa; 
Herbert M. Temple, Minnesota; Gladstone 
Cherry, Wisconsin; John M. Gilchrist, 
Nebraska; Stanley Spurrier, Kansas. 


Spring Meeting of Northern Ohio 
Chapter 


The Northern Ohio chapter of the Amer- 
ican Institute of Accountants held its 
regular spring meeting at the Hotel Cleve- 
land, Cleveland, on the evening of April 
26th. About forty members and guests 
were present. 

W. P. Moonan, president of the chapter, 
called attention to the annual meeting of 
the American Institute of Accountants to 
be held at Buffalo next September, and 
expressed the hope that all members of the 
Cleveland chapter would be present. 

I. Walter Sharp addressed the meeting 
on the subject of the present corporation 
law of Ohio and reviewed the law section 
by section. He called attention to the 
chief variations between the old and the 
new statutes and to the points which he 
considered in need of amendment. 

Mr. Sharp was followed by Paul Bickel 
who discussed amendments to the law 
proposed by a committee considering the 
subject. Harold Worthington also gave 
his opinions on the same matter. General 
discussion ensued, in which M. R. Dickey, 
Carl H. Nau, Charles Follett and C. N. 
Brook participated. 

The discussion was followed by a vote, 
at the suggestion of Mr. Bickel, on the 
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question of amending the law so as to 
authorize corporations to pay dividends 
out of current profits at a time when the 
corporation’s capital has been impaired 
by prior losses. The members of the 
chapter voted unanimously against the pro- 
posal. 

As a result of the meeting representatives 
of the Bar Association have requested that a 
committee of the Institute chapter be 
appointed to review the Ohio corporation 
law thoroughly, and to report to the lawyers’ 
committee recommendations for amend- 
ment. 


Institute Officers Visit Florida 
Accountants 


The president and the secretary of the 
American Institute of Accountants in com- 
pany with Walter Mucklow, president of 
the Florida Institute of Accountants, at- 
tended meetings of accountants in Florida 
in the latter part of April. 

On Wednesday, April 18th, the officers 
were guests of the Jacksonville chapter of 
the Florida Institute at luncheon. On the 
following morning they visited the Uni- 
versity of Florida at Gainesville, where 
Mr. Mucklow delivered an address on 
“The relation of the accountant and the 
business man,” which is reviewed elsewhere 
in this Bulletin. Messrs. Ruckstell and 
Richardson also made brief remarks to 
the students, following the morning chapel 
service. 

April 20th and 21st were the dates of the 
quarterly meeting of the Florida Institute 
at St. Petersburg. About 170 accountants 
and their guests attended the two-day 
session. The Rev. Theodore K. Finck 
opened the meeting with invocation and 
C. J. Maurer, mayor of St. Petersburg, 
delivered the address of welcome. At the 
annual banquet Mr. Ruckstell, the prin- 
cipal speaker, told of the progress in the 
accountancy profession resulting from the 
organization of accountants and the en- 
largement of the scope of their services. 
Byrd M. Latham acted as toastmaster. 

At the business sessions of the convention 
the constitution and by-laws of the Florida 
Institute were thoroughly discussed, section 
by section. 

There was a discussion on ‘‘Inventories and 
the auditor’ led by Gordon M. Dickinson. 
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At the second day’s session James B. 
Moore spoke on “Codperation.”” W. R. 
La Baw delivered an address on ‘The 
immediate future,’’ and the secretary of 
the American Institute reviewed the de- 
velopment of the Institute. 

On Sunday, April 22nd, Messrs. Ruckstell, 
Mucklow and Richardson proceeded to 
Miami where on the following evening a 
meeting of the Miami chapter was held at 
the McAllister hotel. Lewis Oates pre- 
sided. Mr. Ruckstell spoke on the future 
of accountancy and the secretary of the 
Institute discussed its code of ethics. 


Recent Election of Applicants 


At its meeting on April 9th, the council 
of the American Institute of Accountants 
approved the recommendation of the board 
of examiners for the election of certain 
applicants for membership and associate 
membership, and the advancement of three 
associates to membership. In the absence 
of protest the president declared these 
applicants duly elected as of May 5th. 
Their names are as follows: 


Advanced to Membership: 
J. Fred Lynn, Chicago 
Amos L. Moreton, Los Angeles 
Flay L. Murphy, Chicago 


Admitted as Members: 
Robert L. Chesnutt, Chicago 
William M. Fanning, New York 
Fritz W. Graff, Cleveland 
Ernest E. Griffiths, Honolulu, T. H. 
John L. Harvey, New York 
George C. Hurdman, Jr., New York 
James W. Jones, Houston 
Theodore W. Mohle, Dallas 
Clyde A. Morwood, Springfield, Missouri 
James C. Park, New York 
Lawrence H. Pierce, Salt Lake City 
William E. Poole, Jr., Chicago 
Ellwood Ramsey, Indianapolis 
Frederick S. Staples, Los Angeles 
Walther Wolf, San Francisco 
Admitted as Associates: 
John P. Begley, Omaha 
Benjamin L. Enloe, St. Louis 
Homer G. Graham, Miami 
Francis C. Martin, Boston 
Philo R. Zimmerman, Seattle 
Henry F. Zoelck, Chicago 


Entertainment of President by West- 
ern Accountants 


Details have been received concerning 
the meetings of accountants in Portland, 
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Seattle and Spokane at which John R. 
Ruckstell, president of the American Insti- 
tute of Accountants, was guest of honor 
during March. Mr. Ruckstell’s remarks 
at the several meetings were summarized 
in the April issue of the Bulletin. 

Mr. Ruckstell was entertained at luncheon 
in Portland by John P. Dawson on March 
25th. A. R. Sawtell, president of the 
Oregon Society of Certified Public Ac- 
countants, was also present at the luncheon, 
which was served at the Portland hotel. 
On the evening of the same day the Oregon 
State Society of Certified Public Account- 
ants gave a banquet in honor of Mr. Ruck- 
stell at the Arlington club. Following 
Mr. Ruckstell’s address, J. G. Gillingham 
spoke on the work of a receiver in bank- 
ruptcy and Arthur Berridge delivered an 
address on the ideals of the public ac- 
countant. James M. McConahey spoke 
on the advantages of membership in the 
American Institute of Accountants. About 
forty-five practising accountants were pres- 
ent and the meeting concluded with an open 
discussion. 

On March 27th Mr. Ruckstell was enter- 
tained by the Washington Society of Certified 
Public Accountants at its weekly luncheon 
meeting at the Arctic club, Seattle, and that 
evening a banquet was given in his honor 
at the Ranier club. About seventy-five 
accountants and bankers were present. 
Professor Carl S. Dakan, of the college of 
business administration of the University 
of Washington, spoke on the content of 
financial statements from the banker’s 
point of view, with particular reference 
to statements giving effect to proposed 
financing. His talk led to an animated 
discussion. 

J. P. Robertson, president of the Wash- 
ington society, presided. 

On Friday, March 30th, Mr. Ruckstell 
visited the Spokane chapter of the Wash- 
ington Society of Certified Public Account- 
ants, whose guest he was at luncheon. A 
round-table discussion of various subjects 
took place. 

About twenty-five people were present 
at the dinner that evening at the Spokane 
City club, given in Mr. Ruckstell’s honor. 
V. D. Allen, president of the chapter, 
presided and Mr. Ruckstell was the prin- 
cipal speaker. 
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Independent Audit Required of Cali- 
fornia Investment Trusts 


Rules governing the organization and 
operation of investment trusts in California 
have been formulated by the corporation 
commissioner of the state, after months of 
study and deliberation. 

Among the requirements recently an- 
nounced is a stipulation that each investment 
trust must submit semi-annually to the 
state corporation department a certified 
financial report showing assets and liabilities, 
including all contingent liabilities, and a 
detailed profit-and-loss statement for the 
period. It is said that the report must 
be prepared by an independent certified 
public accountant and must show whether 
the securities owned are carried at cost or 
market price. The reports must be sent 
to all shareholders or certificate holders of 
the trust. 

Another rule provides that the company 
must submit semi-annually to all share- 
holders or certificate holders a list of all 
securities owned during the period, a copy 
of which must be filed with the department. 

No more than five per cent. of the funds 
of the trust may be invested in any one 
company. It is also stipulated among 
other things that expenses, commission or 
discount incurred in the sale of securities 
shall be written off as quickly as possible 
in accordance with sound accounting prac- 
tice. 

According to the new regulations, organ- 
izers of an investment trust shall have 
subscribed and paid in not less than twenty 
per cent. of the initial paid-in capital. Itis 
also provided that no trust shall create any 
temporary indebtedness in excess of fifty 
per cent. of its current assets. - 

There are other regulations prescribing 
the manner of operation, conditions under 
which dividends may be declared, etc. 


Accountant Proposes Legislation to 
Protect Investing Public 


J. G. Gillingham, a member of the Ameri- 
can Institute of Accountants and a certified 
public accountant, who has acted as tem- 
porary receiver, receiver and finally trustee 
for creditors in the bankruptcy of an Oregon 
brokerage firm, has suggested legislation 
prescribing that financial statements filed 
with the state officers be prepared by certi- 
fied public accountants. 


The Oregon Voter of April 7th contains an 
article on corrective proposals made by Mr. 
Gillingham at a recent meeting of the Ore- 
gon Society of Certified Public Accountants. 
He urged that a law be passed requiring that 
all corporations, copartnerships or individ- 
ual persons required to make a report of 
financial condition to either the corporation 
commissioner, superintendent of banks or 
any other state commissioner or depart- 
ment, should be compelled to submit a finan- 
cial statement made by a certified public 
accountant, and that these C. P. A. reports 
be filed as public documents, and not merely 
retained by the audited firms. 

The article, in commenting on Mr. Gilling- 
ham’s suggestions, says that accountants 
naturally would approve of such regulations, 
which would increase the demand for their 
services. However, the writer expresses 
hearty approval of the proposal to the ex- 
tent that it would check dishonorable fail- 
ures of financial institutions, which he says 
have increased in Portland in recent years. 

“It happens that C. P. A.’s are the only 
people whose financial analyses are accepted 
as accredited reports,” the article continues, 
and the writer says that it is a commendable 
act of accountants to take the lead in pro- 
posing remedial legislation. Accountants 
are in the best position to offer constructive 
criticism of the laws on such subjects, the 
article says. 


Honors Courses in Accounting at 
Syracuse University 


Professor George E. Bennett, head of the 
department of accounting at the college of 
business administration, Syracuse Univer- 
sity, has suggested the inauguration of what 
are called ‘‘honors courses” in accounting. 

It is hoped that such courses in cost ac- 
counting, auditing, systems and problems 
will be authorized by the university senate. 
The curricula would be of an advanced 
character, requiring a background in ele- 
mentary principles and the courses would be 
available only to junior and senior students 
majoring in accounting. No lecture or reci- 
tation work in the accepted sense would be 
required under the plan. Classes would be 
scheduled as usual but honors students would 
present themselves only at times when they 
required the assistance of the professor, who 
would devote the time to conference with 
individual students on their problems. The 
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courses would consist almost entirely of the 
solution of specific problems and would be, 
therefore, particularly adaptable to instruc- 
tion under the honors method. ‘The satis- 
factory solution of specified numbers of 
problems would determine the grade which 
a student might receive. 

The accounting department at Syracuse 
has also undertaken a special study on the 
subject of internal check, the prevention and 
curtailment of irregularities in accounts. 
It is said that there is a scarcity of pub- 
lished material on the subject and the results 
of the department’s research may be pub- 
lished in book form. Several seniors have 
done research work on the topic in prepara- 
tion for theses. The scope of the study has 
been generally based on the following out- 
line: relation of system control to accounting 
errors and fraud; legal distinctions and limi- 
tations in application; the governing princi- 
ple of charge and discharge; classification of 
business transactions, both external and in- 
ternal; application to classes of business 
transactions. 


Appointment to Massachusetts Board 
of Accountancy 


Charles F. Rittenhouse has been ap- 
pointed by Governor Fuller as a member of 
the Massachusetts board of registration of 
certified public accountants, for a term of 
five years, succeeding George L. Bishop. 


Advantages of Farm Accounting 


The report of an owner and operator of a 
dairy farm in Wisconsin to the agricultural 
commission of the American Bankers Asso- 
ciation is an interesting commentary on the 
advantages of accounting to farm enter- 
prise. The farmer said that he had kept 
careful accounts from the beginning, but 
soon found that his system was not suffi- 
cient for all purposes. His records did 
not take into consideration improvements, 


growth of live stock, or depreciation. Since 
1910, he said, he has kept complete accounts 
on the accrual basis and has had no diffi- 
culty with the maintenance of the system. 
The advantages of this procedure, he said, 
are facility in making income-tax reports, 
possibility of an effective budget system, and 
the establishment of a trustworthy basis for 
credit. 


Accountant Addresses College 
Students 


Archie M. Peisch of Hanover, New Hamp- 
shire, at the request of the special commit- 
tee for placements of the American Institute 
of Accountants, spoke at the University of 
Vermont and at Middlebury College during 
the month of April. In both addresses he 
outlined the nature of professional practice 
and told the plan of the bureau for place- 
ments of the Institute to attempt to find 
positions with accounting firms for qualified 
college graduates. 

Mr. Peisch has made arrangements to 
visit the University of New Hampshire in 
the near future. 


Engineers to Standardize Mathe- 
matical Symbols 


The American Engineering Standards 
committee has announced the completion 
of the first step in the programme of unifica- 
tion of the scientific and engineering sym- 
bols and abbreviations used in engineering 
and industry. The initiation of the project 
of unification was undertaken by the stand- 
ards committee in 1923. Fourteen national 
organizations have participated in the work. 

The approved mathematical symbols in- 
clude those for arithmetic and algebra, 
elementary. geometry, analytic geometry, 
trigonometric and hyperbolic functions, 
calculus, etc. An effort was made to select 
from symbols already in use those which 
are most clearly understood and least likely 
to lead to confusion with other symbols. 


Professor Roy B. Kester, of Columbia 
University, delivered an address on “Re- 
search as applied to accounting practice” 
at a meeting of the Eastern Commercial 
Teachers Association, New York, April 7th. 
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J. B. McCabe was designated as a special 
delegate of the North Carolina Association 
of Certified Public Accountants to attend 
a bankers’ convention held at Pinehurst, 
May 2nd, 3rd and 4th. 


Virginia Law Punishes Fraud in 
Obtaining State Certificate 


Virginia senate bill No. 32, which has 
become chapter 95 of the law of 1928, is 
intended to punish fraud in obtaining a 
state certificate related to the practice of 
professions. The text of the act is as 
follows: 


An act to amend and re-enact an act, entitled an 
act to prevent and punish fraud in the procurement 
of a certificate, licence, or permit, from a state 
board, or other body, charged with the duty of ex- 
amining persons desiring to engage in or practise 
certain businesses or professions, approved March 
21, 1924. 

1. Be it enacted by the general assembly of Vir- 
ginia, That an act entitled an act to prevent and pun- 
ish fraud in the procurement of a certificate, licence, 
or permit, from a state board, or other body, 
charged with the duty of examining persons desiring 
to engage in or practise certain businesses or pro- 
fessions, approved March twenty-first, nineteen 
hundred and twenty-four, be amended and re- 
enacted so as to read as follows: That it shall be 
unlawful for any person fraudulently to procure, or 
assist another to procure, a certificate, licence, or 
permit, from any state board, or other body, 
charged by law with the duty of examining persons 
desiring to engage in or practise a business or pro- 
fession for which a certificate, licence, or permit, is 
required by law from such board or body, by giving 
to, or receiving from, any person any information, 
oral, written, or printed, during the conduct of such 
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examination, which is intended to, or will, assist any ‘ 
person taking such examination in passing the ex- 
amination and procuring the required certificate, 
licence, or permit; and it shall also be unlawful for 
any person, other than a member or officer of such 
board, or body, to procure, or have in his possession, 
prior to the beginning of such examination, without 
written authority of some member or officer of such 
board, or body, any copy or copies of the questions, 
or any of them, intended to be used by such board 
or body, conducting such examination, or to receive, 
or furnish to any person taking such examination, 
prior to or during such examination, any written or 
printed memorandum or information, purporting to 
be answers to, or aid in answering, such questions; 
and it shall also be unlawful for any person to at- 
tempt to fraudulently procure any copy, or copies, 
of the questions, or any of them, intended to be used 
by such board, or body, conducting such examina- 
tion, or the answers to such questions, or any of 
them (and the promise or offer of any valuable, or 
other, consideration to a person having access to 
said questions, or answers, as an inducement to pro- 
cure for delivery to the promisor, or any other per- 
son, a copy, or copies, of said questions, or answers, 
or any of them, shall be deemed an attempt under 
this section). If said examination be divided into 
separate sections, each of said sections shall be 
deemed an examination within the meaning of this 
act. 

2. Any person violating the provisions of this 
act shall be guilty of a misdemeanor, and upon con- 
viction thereof shall be punished by a fine of not less 
than fifty, nor more than one hundred, dollars, or by 
imprisonment in jail for not more than thirty days, 
or both in the discretion of the court. 

Approved March 5, 1928. 


NEWS OF LOCAL SOCIETIES 


California State Society of Certified 
Public Accountants 


LOS ANGELES CHAPTER 


“Relations between credit men and ac- 
countants’” was the subject of an address 
by J. Harry Tregoe, professor of economics 
at the University of Southern California, 
and former secretary and general manager 
of the National Credit Men’s Association, 
at a meeting of the Los Angeles chapter of 
the California State Society of Certified 
Public Accountants, April 17th. Mr. Tregoe 
stressed the importance of high standards 
for professional accountants in rendering to 
the public correct financial statements. 
He said that the character of men within 
a profession governs its standing, and showed 


how the statement is true when applied 
to accountancy. 

Walter K. Mitchell, chairman of the spe- 
cial taxation committee, presented a report 
containing recommendations to be presented 
to the governor’s committee on taxation. 

May 14th was chosen for the date of the 
annual meeting of the chapter. 


SAN FRANCISCO CHAPTER 


At a meeting of the San Francisco chapter 
of the California State Society of Certified 
Public Accountants March 20th, Henry 
Rand Hatfield, professor of accounting 
at the University of California, delivered 
an address on “Some recreations of an 
accountant.” The object of the meeting 
was to extend a welcome to successful 
candidates for the California C. P. A. 
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certificate at the November, 1927, exami- 
nations. Seventeen candidates were pres- 
ent and one of them, A. J. Carson, spoke 
on his impressions of the examinations. 


Connecticut Society Publishes Bul- 
letin of Information 


Bankers, lawyers, corporation officers 
and others have received the first issue of 
a bulletin published by the Connecticut 
Society of Certified Public Accountants. 
The bulletin is the first of a series planned by 
a publicity committee which the president 
of the society was authorized to appoint at a 
meeting on January 25th. The committee is 
composed of Charles F. Coates, chairman, 
Walter A. Musgrave, Louis Perlysky, Lewis 
Sagal and George R. Young. The object of 
the bulletins, which will probably be issued 
quarterly, is to inform the general business 
public of the scope of services offered by 
certified public accountants. 

The first issue contains a definition of the 
certified public accountant, his general 
training and the requirements which must 
be fulfilled to obtain the certificate. It 
includes a brief statement of the public 
accounting field and a more detailed ex- 
planation of the accountant’s function in 
auditing, in design and installation of ac- 
counting systems and as business and tax 
advisor. 


Massachusetts Accountants Hear of 
Educational Experiment 


R. G. Walker, professor of accounting 
at the Harvard graduate school of business 
administration, addressed the Massachu- 
setts Society of Certified Public Accountants 
on ‘Some experiments in accounting edu- 
cation,’ at a meeting held April 23rd. 

Professor Walker said he felt that the 
work in educational institutions today would 
be a determining factor in future accounting 
practice and development. He mentioned 
an interesting experiment during the last 
year, consisting of a course in accounting 
at the Harvard law school. Only two other 
law schools, he said, in the country have ever 
conducted accounting courses—those of Co- 
lumbia and Chicago Universities. Professor 
Walker felt that no other study gave a 
better understanding of the codrdination 
of business and he said he had tried to give 
his pupils some sense of the auditor’s 


instinct, that is, the ability to analyze 
figures and decide their meaning and how 
they fit into the business structure. He 
had used what he called the “dynamic” 
or “operating” approach rather than the 
balance-sheet viewpoint, which was more 
or less of an experiment and with which 
not all his confréres agreed. Professor 
Walker said his remarks applied only to 
his own personal opinions. He said that 
he conducted his course largely by discus- 
sion of a series of cases. A case, he said, 
was practically a page out of life and he had 
attempted to combine a judicious mixture 
of business cases and law cases. Professor 
Walker then presented a number of sample 
cases such as he had given his students: 


1. One of the partners in a firm, under the part- 
nership agreement, was to receive a graduated com- 
pensation based on profits. At the end of the period 
covered by his agreement, a large portion of the 
sales had been uncollected and were represented by 
receivables. The court ruled in this case that, in 
the absence of a specific agreement, his share of the 
profits should be computed on a cash basis rather 
than an accrual basis. This decision was reached 
partly because of the court’s predilection for the 
cash basis and partly because of the difficulty of 
ascertaining an adequate allowance to make for un- 
collectable accounts. 

2. The directors of a corporation had declared 
dividends out of profits resulting from compound 
interest on notes receivable, neither the interest nor 
principal of which had been collected. The court 
held that the directors were liable for an ultra vires 
act. 
3. The stockholders of a corporation endeavored 
to force the directors to pay dividends where locomo- 
tives had been sold at a substantial profit but the 
proceeds were carried as receivables and had not 
been collected. The court held that the directors 
had acted properly in not paying out dividends in 
this case. 

4. The stockholders of a corporation, which was 
in liquidation, had sued the directors for making an 
illegal declaration of dividends when the corporation 
had large current receivables which on liquidation 
realized only thirty cents on the dollar. The court, 
however, held that the directors were within their 
rights inasmuch as the concern at that time was a 
going business and they were not required to con- 
sider the possibility of a forced liquidation and a re- 
sulting decrease in value. 

5. Sales orders booked for four months’ future 
delivery were entered on the books although the 
merchandise had not as yet been put in process. 
Professor Walker stated that any sales short of an 
actual exchange of merchandise for cash, property, 
or receivables were too nebulous to form the basis 
for determining profits. 

6. A company manufacturing submarines at a 
fixed price declared dividends out of current earn- 
ings without taking into consideration that the 
accumulated cost of the submarines to that date 
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exceeded the selling price. The directors were held 
liable on account of an ultra vires act. 


Professor Walker then discussed the base 
stock inventory method of the National 
Lead Company and the decision in the 
Verner case, in which an English court held 
that the company could declare dividends 
out of operating profits in spite of greater 
capital losses. A similar case, he said, is 
recorded on the Tennessee statutes whereby 
the directors of a corporation were held to 
have properly declared preferred dividends 
on the preferred stock out of operating 
earnings, although they had lost approxi- 
mately $2,000,000 in trading on margin 
in stock, which was offset on the books by 
an appreciation of intangibles of approxi- 
mately an equal amount. The judge 
said that the courts had frequently held 
that a corporation may write up its assets 
to sound values. 

Professor Walker’s remarks and cases 
aroused a great deal of interest and a 
number of questions were asked. He said 
that, in his opinion, the difference between 
the operating and balance-sheet approach 
was largely a question of emphasis, but 
to him it appeared to be more reasonable 
to center attention on the operations and 
change from period to period with resulting 
effects on the balance-sheet, than to start 
from the statement of assets and liabilities. 


Minnesota Accountants to Propose 
New Law 


The legislative committee of the Minne- 
sota Society of Certified Public Accountants 
presented a preliminary report at a meeting 
of the society April 24th. The report 
showed progress of the committee in its 
consideration of new state legislation which 
it is planned to introduce at the next session 
of the legislature. 

At the meeting a committee was appointed 
to outline a comprehensive programme of 
activities in which the society may engage 
during the ensuing year. The meeting 
was well attended. 


Federal Reserve System Explained to 
St. Louis Accountants 
C. M. Stewart, assistant federal reserve 


agent in St. Louis, spoke at a meeting of 
the St. Louis chapter of the Missouri 
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Society of Certified Public Accountants, 
May 3rd at the Mayfair hotel, on the ad- 
vantages of the federal reserve system. 

Mr. Stewart enumerated some of the 
facilities offered by the system, including 
lending of money at prevailing rates, 
furnishing currency and coin as needed 
and collecting at par. 

He said that the federal reserve bank 
accepts from its members, for safe keeping, 
securities, notes and other collateral. The 
bank issues each month a review of agri- 
cultural, industrial, commercial and finan- 
cial conditions of the district, which is 
available to members and to others inter- 
ested. Apart from the specific services of 
the reserve bank, according to Mr. Stewart, 
the confidence which it inspires, as a reser- 
voir of credit for recourse in emergency, 
leads to a sense of security on the part 
of depositors and borrowers which is an 
important benefit. 

At the meeting a resolution was passed 
by the chapter endorsing use of the natural 
business year in place of the calendar year 
for banking, fiscal and accounting purposes. 


New York Accountants Hear Tax Bill 
Discussed 


The proposed revenue act of 1928 was 
the subject of discussion at a meeting of 
the New York State Society of Certified 
Public Accountants following a dinner at 
the Yale club, New York, April 16th. 
Roswell Magill, professor of law at Columbia 
University, spoke on the bill from the view- 
point of the taxpayer, pointing out ob- 
jectionable features in various provisions. 
B. H. Bartholow, special attorney of the 
bureau of internal revenue, replied to some 
of Dr. Magill’s criticisms and explained the 
reasons for certain conditions not uni- 
versally approved. About 120 persons at- 
tended the meeting. 


Accountants Club of Charlotte 


George E. Wood, president of the North 
Carolina Association of Certified Public 
Accountants, concluded a tour of principal 
cities of the state at a meeting of the ac- 
countants’ club of Charlotte, April 29th. 
W. M. McLaurine made an address on some 
of his experiences and observations in his 
work in the textile bureau. Mr. Wood an- 
nounced a meeting of the association to be 
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held at Chapel Hill, May 10th, 11th and 
12th. 


Annual Meeting of Philadelphia 
Chapter, Pennsylvania Institute 


At the annual meeting of the Philadelphia 
chapter of the Pennsylvania Institute of 
Certified Public Accountants held April 
18th, the following officers were elected 
for the ensuing year: Robert B. Vollum, 
chairman; F. P. Byerly, secretary; William 
R. Main, treasurer; J. K. Mathieson, W. C. 
Butscher and Horace P. Griffith, members 
of the executive committee. 


Annual Meeting of Pittsburgh Chapter 
of Pennsylvania Institute 


At the annual meeting of the Pittsburgh 
chapter of the Pennsylvania Institute of 
Certified Public Accountants, at the Uni- 
versity club, the following officers were 
elected: Frank Willison, chairman; J. 
M. Cumming, vice-chairman; Adrian F. 
Sanderbeck, secretary; George F. Herde, 
treasurer; M. D. Bachrach and Irwin C. 
Snyder, members of the executive com- 
mittee. A report was made on the work 
of the chapter’s special committee on the 
revenue act of 1928, composed of George 
F. Herde, James F. Cumming and James 
Walton. Mr. Walton, who appeared at 
a hearing of the senate finance committee 
as a representative of the American Insti- 
tute of Accountants, also acted on behalf 
of the Pittsburgh chapter. 

Paul-Joseph Esquerré was the principal 
speaker at the meeting. Among other 
topics Mr. Esquerré advocated more system- 
atic instruction of staff assistants, par- 
ticularly prior to assignment to specific 
tasks. He criticized the rising tide of 
legislation directed at the professional prac- 
tice of accountancy. 

Gardner W. Kimball, president of the 
Pennsylvania Institute, was the guest of 


honor. He spoke on the purposes and ideals 
of the Pennsylvania Institute. It is planned 
to hold a meeting of the organization at 
Bedford Springs in June, and Mr. Kimball 
urged his hearers to attend. 


Annual Meeting of Rhode Island 
Society 


At the annual meeting of the Rhode 
Island Society of Certified Public Ac- 
countants, April 16th, the following officers 
were elected for the ensuing year: president, 
William H. Segur; vice-president, John 
J. Hall; secretary and treasurer, Chester 
R. Union. The board of directors consists 
of the officers and George B. Clegg, Jr., and 
Ernest H. Davison. 

A resolution favoring the natural business 
year was adopted. The resolution draws 
attention to the convenience of closing the 
year in the period when the concern’s in- 
ventories are least. 


Semi-annual Meeting of Virginia 
Society 


The Virginia Society of Public Ac- 
countants will hold its semi-annual meeting 
at the Patrick Henry hotel, Roanoke, 
May 18th and 19th. 

It has been announced that the following 
matters are to come before the meeting: 
Recommendations of the society to the 
governor of Virginia with respect to ap- 
pointment of members of the state board 
of accountancy; adoption of rules of pro- 
fessional conduct; amendments to the 
by-laws with respect to changing member- 
ship dues; consideration of fostering and 
promulgating among business men of Vir- 
ginia the adoption of a natural business 
year in cases where there is a well defined 
business year that does not coincide with 
the calendar year; final report of the 
legislative committee; report of the ‘‘medal 
fund’”’ committee. 


Benjamin H. Hicklin announces the 
opening of offices in the Russ building, 
San Francisco. 


Isenberg, Purdy & Co., Detroit, announce 
the removal of their offices to suite 3223, 
Barlum Tower. 


F. A. Morrison & Co. and Osborn & Han- 
son announce the consolidation of their ac- 
counting practices under the firm name of 
Morrison & Hanson, with offices at 165 
Broadway, New York, and 921 Bergen 
avenue, Jersey City. 
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REVIEWS 


JOSEPH J. KLEIN—“WHAT SHALL WE LOOK 
FOR IN THE FINANCIAL STATEMENTS 
THAT COME TO OUR DESKS ?” 


Address before the Forum of the New 
York Association of Credit Men, January 
16, 1928. Reprinted in the Robert Morris 
Associates Bulletin, April, 1928. 


Dr. Klein called particular attention to the usual 
lack of profit-and-loss statements among the finan- 
cial statements which are generally submitted for 
credit purposes. He said that profit-and-loss and 
income statements, in addition to balance-sheets, 
are of immense importance in analyzing the condi- 
tion of a prospective borrower, but inasmuch as 
they are rarely offered it is still more important 
that the balance-sheet itself be subjected to careful 
scrutiny. 

He mentioned four important questions in the 
minds of credit men which should be answered by 
the balance-sheet, as follows: 

1. Is there an over-investment in inventories? 
If so, it is an indication that the organization is 
“long” on buying and “‘short”’ on selling. 

Is there an over-investment in receivables? 
The affirmative would imply a weakness in collec- 
tion operations. 

3. Is there an over-investment in fixed assets? 
Such a condition may indicate an unwise diversion 
from the transaction of business and an over- 
dependence on borrowed capital for current needs. 

Is there insufficient capitalization? This 
may imply unwise optimism toward the effective- 
ness of money with reference to the average amount 
needed to do a given amount of business and a 
dangerous willingness to let others shoulder the risk 
of the enterprise. 

The speaker mentioned as an additional question, 
the answer to which depends upon the availability 
of an analysis of surplus or a profit-and loss and 
income statement. It is, ‘“‘Are there insufficient 
profits?” If the answer is ‘‘Yes,” he says there is 
positive likelihood of impending dissolution. 

Dr. Klein spoke at length on the importance of 
what he called a ‘‘pedigreed financial statement.” 
He pointed out that the source of the financial 
statement is of considerable importance, even in 
comparison with its contents. He urged his audi- 
ence to ascertain whether or not the statements pre- 
sented are the product of accredited accountants or 
not, and he explained the advantages of statements 
composed by practitioners who have earned recog- 
nition and have voluntarily subjected themselves to 
discipline by joining a professional society. The 
speaker mentioned some undesirable groupings in 
financial statements which, he said, would rarely 
be found in the work of a reputable accountant. 
They are as follows: (1) cash and accounts re- 
ceivable as a single item; (2) accounts and notes 
receivable as a single item; (3) accounts receivable, 
notes receivable, and advances as a single item. 

He said that naturally the discovery of such items 
on a balance-sheet would affect the attitude of the 
credit man toward the whole statement before him. 

Dr. Klein mentioned the advantage of compara- 
tive balance-sheets in their indication of trends as 


well as effects at a given time and he said that the 
profit-and-loss and income statement has much in 
common with the comparative balance-sheet. Its 
particular value is the indication of causes of changes 
from one balance-sheet date to another. It also 
reveals the capabilities and achievements of the 
management. He inferred that the general sub- 
mission of profit-and-loss statements and compara- 
tive balance-sheets for credit purposes would mate- 
rially assist the extension of credit on a sound basis. 

The speaker outlined the main divisions of a 
profit-and-loss and income statement and spoke 
particularly of the amount of net profits indicated 
as a matter of prime importance to credit men. 
The statement of income, he said, without reference 
to net investment and volume is meaningless, and 
those operating ratios should be determined. The 
relationship of gross profit to the expenses of doing 
business should receive close scrutiny, since any 
decrease in the ratio is extremely significant. He 
then applied the general principles he had mentioned 
to specific cases and his illustrations were supported 
by hypothetical financial statements. He men- 
tioned an actual case which had come to his atten- 
tion of an accountant who insisted on revealing in a 
client’s balance-sheet the fact that the concern had 
covered a loss from operations by speculation in the 
stock market. The client objected to his statement 
on the ground that it could not be used for credit 
purposes and when the accountant refused to omit 
reference to the condition, an unaccredited account- 
ant was engaged who gave an unqualified certificate 
of audit. Credit men, he said, should encourage 
the type of professional work of the first account- 
ant and with their codperation the accountancy pro- 
fession could do much to reduce the losses incurred 
in the extension of credit. 


WALTER MUCKLOW—“RELATION OF THE 
ACCOUNTANT TO THE BUSINESS MAN” 


Address delivered at the University of 
Florida, April 19th. 


The speaker began his remarks by defining terms 
used in the subject of his discussion. He said that 
by business men he meant manufacturers, mer- 
chants and those engaged in public-service activities, 
as well as bankers and lawyers. He then gave the 
definition of accountant and the definition of ac- 
countancy by the committee on terminology of the 
American Institute of Accountants. 

Mr. Mucklow said that the objective of the ac- 
countant’s service is the statement of financial 
affairs in such a manner as to give due effect to 
every material factor, making available all the in- 
formation that past accounts can give to assist in 
planning for the future. The accountant’s method 
consists of two processes, he said: synthesis, such 
as is used in building up or designing accounts, and 
auditing, the object of which is to analyze the re- 
sults submitted. 

Mr. Mucklow said that the pride of an account- 
ancy practitioner in his profession is founded on 
sentiment rather than on the technical scope of his 
functions, because an accountant occupies a unique 
position among the professions in that his whole 
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object is to tell the truth. In so far as he does this 
he is a success, and in so far as he fails to do so he is 
a failure. . 

The goal of the accountant, continued the speaker, 
depends upon the ascertainment of what is the truth 
and upon the ability of the accountant to place before 
others an intelligible picture of the truth. He said 
that the accountant requires, therefore, a technical 
training to enable him to ascertain the true meaning 
of facts and figures, as well as a general training to en- 
able him clearly to portray the results. His technical 
work must be both analytic and synthetic; he must 
break up statements into their component parts and 
also gather isolated facts into a picture of the whole. 
Training in the principles of accounting, business 
conduct, economics and mathematics should be part 
of the equipment of the accountant, the speaker said. 
He added that intuition derived from thorough 
training is an extremely advantageous attribute. 
He stressed the value of a command of English 
when the accountant comes to explain the results of 
his efforts. 

The speaker explained the accountant’s problem 
in reporting his findings, saying that he must not 
only report what he has discovered but omit insig- 
nificant details which might distract attention from 
the main object or obscure it. He must exercise the 
art of selection as well as the skill of assembling 
facts, the speaker said. 

Mr. Mucklow outlined the history of accounting 
and showed how the scope of the auditor’s duty has 
been enlarged in recent years. 

He compared the present relation between a busi- 
ness man and the accountant to that between a 
physician and his patient. In both cases the rela- 
tion is an intimate one, he said, and is based upon 
the ability and the character of the professional 
man. He showed how the medical examination of 
today has improved compared with that of past 
years. The patient passes through electric, chemi- 
cal, physical and mental tests which are studied by 
the physician, who then expresses his opinion and 
gives directions which are plainly intelligible to the 
patient. The modern accountant, too, makes a 
conscientious examination and endeavors to avoid 
any statement in his explanation which may not be 
intelligible to the client. 

The speaker pointed out the fact that financial 
statements are bound to be largely matters of opin- 
ion, which is made clear in the accountant’s certifi- 
cate. Theclient pays for the opinion and the banker 
relies on it. Obviously the qualifications of the 
accountant himself gauge the worth of his opinion. 

The speaker said that the accountant’s relation 
to the client should be continuous. It is just as 
illogical for a business man to defer engaging an 
accountant until he is confronted with bankruptcy 
or financial difficulties as it is for a man to delay a 
visit to his physician until he is incapacitated. 

Mr. Mucklow told of the danger of limiting the 
accountant’s investigation to a special purpose, and 
again he illustrated by allusion to the medical prac- 
titioner. A patient injured in an accident would 
scarcely instruct the surgeon to treat nothing but 
one obvious injury, Mr. Mucklow said, but the 


clients of accountants often do that very thing, 
sometimes to their ultimate disadvantage. 


HARRY P. BURLINGAME—“IS OUR PROS- 
PERITY PROFITLESS ?” 


From an article published in The Execu- 
tives Magazine, April, 1928. 


Mr. Burlingame says that there are fundamental 
errors in the conception of profitless prosperity 
which is being expressed in many quarters. Treas- 
ury statistics, he says, are the source of most declara- 
tions to the effect that American business is, in 
about 50 per cent. of the cases, profitless. 

The writer believes that business is undergoing 
fundamental changes as the effect of the economic 
disruption following the great war, and that this is 
the reason why certain members of the business 
community may be in distress. He thinks that 
proper accounting methods may be responsible for 
an apparent reduction in the profits of late years 
compared with those stated ten or fifteen years ago, 
and that before the war a firm doing the same volume 
of business as one today would have believed that 
it was obtaining a much larger profit than would be 
the case now. Modern firms are charging them- 
selves with the maximum of depreciation, depletion 
and renewal costs, and in some cases are writing off 
against income items of replacement or renewal 
which formerly were considered to be capital ex- 
penditures. He says that as a matter of fact the 
ratio of companies reporting a net income to those 
showing a net deficit has not changed since 1916. 

He admits, however, that a comparison of net 
income or profits with gross income or total receipts 
shows a decreasing profit margin over the last ten 
years, but he claims this is only half the story. 
While earnings are becoming less and less in compar- 
ison with the amount of business they are based on, 
losses, he says, are likewise decreasing in equal 
proportion. 

Mr. Burlingame denies the common statement 
that only the bigger corporations are making ade- 
quate profits. He cites illustrations to prove that 
in small corporations where the principals are actu- 
ally engaged in the business and report their with- 
drawals as salaries and therefore personal income, 
the corporation may seem to have a small profit 
margin when this is not actually the case. Large 
corporations are able to use administrative ability 
economically, and this gives them a superiority over 
the smaller business, according to the writer. How- 
ever, in many kinds of business, mass production 
can not be applied, and in such fields small firms 
may be very profitable. 

Mr. Burlingame says that if the treasury depart- 
ment, instead of judging the returns of corporations 
on the basis of net income, would give an analysis 
showing a division into classes by gross income and 
then show within these classes how many firms 
made net income and how many failed and in what 
amounts, there would then be a trustworthy basis 
on which to determine the profitable or unprofitable 
character of big business in comparison with small. 


G. V. W. Lyman & Co., 617 Maison 
Blanche building, New Orleans, ‘announce 
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a change in the firm name to Lyman & 
Braddock. 
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Taxation 


(Federal.) Income. Basis of valuation 
of inventories under revenue act of 1918. 
An action was brought by the government 
to recover an assessment of additional 
taxes from the stockholders of a corporation 
whose assets had been distributed. It 
appeared that the corporation’s plant was 
destroyed by fire at the end of 1919. After 
distributing its assets to stockholders it 
dissolved in 1921. In making income-tax 
returns for 1917, 1918 and 1920 it figured 
its income by estimating its inventories 
of raw material at the market price, which 
was higher than cost. The government 
made an audit of the books and assessed 
additional taxes under treasury rulings 
that a corporation should take cost, rather 
than market value, if cost was lower. 
Defendants contended that the treasury 
rulings were erroneous and alleged a custom 


in the business to take market value in 
figuring income. 

It was held that the government could 
recover the additional taxes. ‘The treasury 
rulings were reasonable in requiring cor- 
porations to value inventories at cost or 
market, whichever was lower. The cor- 
poration could not value its inventory at 
market if higher than cost. Section 203 of 


the revenue act of 1918 required inventories "_ 
to be taken upon the basis prescribed by — 


the commissioner. The corporation did — 
not have the right to take its inventories © 
on any other basis than that prescribed © 
by the commissioner. Held further, that © 
treasury decision 3296 promulgated March ~ 
2, 1922, on which defendants relied, was © 
not applicable because it had not been 
adopted when the returns involved in 
this case were made. i 

Kemp, et al, v. U.S. U.S. circuit court | 
of appeals, fifth circuit, April 12, 1928. 


OBITUARY 


H. W. Courter 


H. W. Courter, a member of the American 
Institute of Accountants and a certified 
public accountant of Indiana and North 
Carolina, died March 15th. He was 53 
years of age and had been engaged in pro- 
fessional public accounting for about 25 
years. Mr. Courter was admitted to the 
Institute in 1921. He was a member of 
the firm of Courter & Rhyne, New York. 


Edward C. Gough 


Edward C. Gough, a charter member of 
the American Institute of Accountants and 
formerly a member of the American Asso- 
ciation of Public Accountants, died May 
2nd. He was seventy-one years old. 

Mr. Gough was a certified public ac- 
countant of New York, and a member of 
the New York State Society of Certified 


Public Accountants. He was a partner 
in the firm of Gough & Bacon. 


Wilbur A. Jordan 


Wilbur A. Jordan, a member of the firm 
of Herbert F. French & Co., Boston, died 
April 2nd. He was a certified public ac- 
countant of Massachusetts. 


J. Marr 


C. J. Marr, a certified public accountant 
of Illinois, died May 5th at the age of sixty- 
five. He had retired several years ago from 
active accounting practice, to which the 
greater part of his life had been devoted. 
Mr. Marr was formerly a partner in the 
firm of Price, Waterhouse & Co. Funeral 
services were held May 8th, at St. Patrick’s 
Cathedral, New York. William H. West, 
past president of the Institute, attended 
the services as official representative of © 
the Institute. 


F. W. Hilditch & Co. of 17 East 42nd 
street, New York, announce their asso- 
ciation with Lybrand, Ross Bros. & Mont- 
gomery and the removal of offices to 385 
Madison avenue, New York. 


12 


The firm of Albert W. Mahone & Co. 
announces the removal of its offices from 
10 South LaSalle street to the New State 
Bank building, 120 South LaSalle street, 
Chicago. 


